MAYOR AND COUNCIL AGENDA

NO. DEPT.: Finance/ DATE PREPARED: April 25, 2005
STAFF CONTACT:Dominic Del Pozzo FOR MEETING OF: May 2, 2005

SUBJECT: Proposed Operating Budget and Capital Improvements Program for the Fiscal Year
commencing July 1, 2005.

RECOMMENDATION: Review proposed FY 2006 General Fund revenue and expenditure
summaries and offer guidance as necessary.

DISCUSSION: This is the first of three worksessions scheduled for the Mayor and Council to
discuss the FY 2006 Budget and Capital Improvements Program. Departments will present their FY
2006 proposed budgets in the following order: Recreation and Parks; Public Works; Police;
Community Planning and Development Services; Community Services; Information Technology;
Personnel; Finance; and City Manager. The next worksession will be held on May 16, and the third
wot;ksession, to discuss the CIP, will be held on May 17". Budget adoption is scheduled for June
137

1. FY 2006 introduction: The first attachment lists the decisions to be made prior to adoption of the
FY 2006 budget. The second attachment summarizes the changes to the proposed budget since
the budget book was printed.

2. FY 2006 expenditure levels: Each department will present a brief overview of how they have
allocated resources in the proposed FY 2006 budget, with a focus on significant changes from
the FY 2005 budget and contributions to Mayor and Council goals. Attached pages for each
department offer a history of budgets, expenditures, and staffing changes. Citywide figures on
personnel cost increases are also included.

Direction is sought on whether the Mayor and Council are in agreement with the proposed
expenditure levels for FY 2006.

3. Review of FY 2006 revenue projections: An attachment shows FY 2006 projected General
Fund revenue and the history of actual receipts going back to FY 2000. In addition, for the larger
revenue sources, assumptions are discussed.

Direction is sought on whether the Mayor and Council accept these revenue projections.




4. Requests by outside agencies and other funding requests: A summary of requests made
during the April 18, 2005 public hearing is provided. Requests made during the April 25, 2005
hearing will be added to the list and distributed to the Mayor and Council as an addendum.

Direction is sought on whether the Mayor and Council would like to add, delete, or modify funding
based on requests for additional funding.
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LIST OF ATTACHMENTS:
1. FY 2006 Introduction
e Budget Review Tasks
e Revenue and Expenditure Changes
2. FY 2006 Expenditure Levels
e History of General Fund Expenditures Summary
e Department Detail of General Fund Expenditures
e Personnel Cost Increases
3. Review of FY 2006 Revenue Projections
e FY 2006 Revenue Projection
e FY 2006 Revenue Assumptions
4. Requests for Additional Funding
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V.

Budget Review Tasks

Financial parameters: review and decide on the appropriateness of the
following, as presented in the Proposed Budget:

. General Fund revenue projections
. Tax rate

. Level of General Fund reserves

. Pav-go contribution to the CIP

. Water, sewer, and refuse rates

. Level of planned debt issuance

Budget decisions: consider requests received since the Proposed Budget:

. Review additional requests for funds
. Consider comments raised at the Public Hearing

Budget decisions: review of the operating budget:

. Review items included in the budget
. Add, delete, or modify funding
. Change existing items

Budget decisions: review of the Capital Improvements Program:

. Review projects in document
. Review changes since document
. Decide on changes or corrections to projects

(taking into consideration the impact on rates,
debt level, and debt ratios)

Financial parameters: review in light of subsequent decisions:

. Tax rate

. Water, sewer, and refuse rates
. Debt issuance

. Pay-go contribution to the CIP



Revenue and Expenditure Changes
FY 2006 Proposed General Fund

Revenue changes:

Description Amount
Highway User Fees (200,000)
Total Revenue Changes (200,000)

Expenditure/Service Changes:

Description Amount
Transfer to the Capital Projects Fund (200,000)
Department of Neighborhood and Community Services (2,238.191)
Police Department 391,696
Department of the City Manager 576,132
General Government 1,270,363
Total Expenditure/Service Changes (200,000)

Net Change 0
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Personnel Cost Increases
COLA, Merit, and Health Rates
FY 2000 - FY 2006

Administrative AFSCME Union FOP

COLA Rates: FY 2000 2.50% 2.50% 2.50%
FY 2001 2.50% 2.50% 2.50%

FY 2002 2.50% 2.50% 2.50%

FY 2003 2.75% 2.75% 2.75%

FY 2004 2.50% 2.50% 2.50%

FY 2005 2.50% 2.50% 2.50%

(Proposed) FY 2006 2.50% 2.50% 2.50%

Administrative AFSCME Union FOP

Merit Rates: FY 2000 3.50% 3.25% 3.50%
FY 2001 3.50% 3.25% 3.50%
FY 2002 3.50% 3.25% 3.50%
FY 2003 3.50% 3.25% 3.50%
FY 2004 3.50% 3.25% 3.50%
FY 2005 3.50% 325% 3.50%
(Proposed) FY 2006 3.50% 3.25% 3.50%
Health Rates: A 20% adjustment is budgeted per fiscal vear for estimated

health insurance cost increases Citvwide.



FY 2006 Revenue Projections
As of 04/22/03

Adopted
Source of Rev. Actual Actual Actual Actual Actual Budget
Revenue Code FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2008

Projection

FY06

Property taxes:

Real prop taxes 3111 13167334 6,790,814 17929767 20.248076 21 8931000
Ordinary bus. taxes 3112 3.0:0.630 3,462,464 3,405,440 2.529 981 3.106.000
Personal prop. taxes 3113 126,832 12,278 38,803 36,153 35,000
nterest on taxes 3191 133,481 123,708 83,383 172,714 85,000
Sub-total 18,438,497 20,388,964 21,496,983 23,386,926  23.1.4.000
Licenses and Permits:
Traders licenses 3214 55,120 51,612 52,833 50,965 02.28C $1.00C
Buiding permits 3221 330292 363318 736,657 965,18 1075738 323,000
Renta: feense 3225 133,803 53,917 172,692 183.632 328,468 286.306
Landlord tenant tees 3226 12,140 12,160 12,590 12,360 1360 13,000
Animal licenses 3227 15,363 8.061 9.630 17.422 12.:9¢ 2..000
Otker non-business ic. 3229 35414 83,621 71,182 88,101 73,1258 75,0006
Sub-total 1,643.334 1,928,889 2.095.585 2.360,68 1699367 1811500
Intergovernmental Rev:
Police State grant: protection 3342 360.202 361,243 375,387 323,398 354440 363.000
State grants: misc 3344 230 36,060 8.338 - - -
County Grants 3343 - - - - 2760
Youth services grant 3346 112,374 113,567 116815 304,127 281816 283.34%C
Recreation graiis 3348 35,229 27,063 36,645 39226 S48y 27.553
Income tax 3352 2867201 6.557.578 £.468.570 6.281.463 7.015.64% 6455178
Gas/vehicle tax 3353 2.263.59¢ 2.339.366 2,336,709 2,564,114 1991434 2,158,653
Admissions/amusements 3338 835963 1,076,387 1,036,024 1,079,393 1.023.393 135912
County tax duplication fee 3371 334966 1611274 141616 1482285 1239511 1658430
Cable franchise fee 3389 302.311 339,783 240,528 371272 486,340 427730
PILOT - Maont Counts 3391 13,263 13,263 13,263 3.265 3.263 3.263
Trattic Signat Maint 3375 12.023 4,950 5.034 11827 4710 2,600
Sub-total 10.632.970 3313076 12641513 12843632 2720082 12773632
Charges for services
Zoning/Subdivision fees 3413 330,904 298,892 149,516 153,556 32,608 163.000
Community support - police 3414 33411 46,748 32,760 49.70% 36,678 33.000
Sales of materials 3413 25933 6828 13,634 15,393 5.464 SA00
Misc. fees 3416 - - - - - -
Sale of land - 660,000 - 13,000 -
Fire satety 3418 87.483 171,402 220,954 267876 45033 144,000
Fire review 3419 48,993 71.722 £2.335 79,323 44,923 25,060
Public Works permits 3431 713,309 1,127.08: 1,178,657 275,445 287,17 350,000
Swim Team Dues 3472 - - 70,605 126.382 163,907 130,060
R & P Memberships 3473 - - 397,906 487.077 313,019 371,460
Park & Rec concessions 3474 756 1,666 20,652 15,313 3.124 3.200
Facility Use Fees 3475 453,453 480,334 429,839 520,912 452,477 S87.312
Rec. Prog. Fees 3476 1,715,360 1,788,756 2,125,286 2.087.01% 2,316,208 2.462.523
Social Services Fees 3477 29,556 20,958 26.320 22.362 24.02! 26,130
Special Event Tees 3478 43874 50,177 135,012 74,703 41,486 23.0060
MRPA Theme Park Tickets 3479 82.327 138,86 130,423 125,096 19.683 $2.000

Y08 Revenue 4/22/2005
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FY 2006 Revenue Projections
As of 04/22/03

Source of
Revenue

Adopted
Rev. Actual Actual Actual Actual Actual Budget Projection

City Use Fees
Merchandise
Admission Charge
Theatre Tickets
Sub-total

Fines and Forfeitures
Municipal infractions
Red Light Camera Rev.
Confiscated tunds

Sub-total
Use of Monev & Property

[nterest carrangs

Returmed cheex tees

[Land rentals
Bui.ding Rentals
Sub-total

Other

Community contributions
Other grant revenues

Sale ot vehicles

Misc. revenues
Recreation fees (Swim)

Sub-total

Interfund Operating Rev.
From Water Fund

From Sewer Fund

From Refuse Fund

From Parking Fund
Special Activities Fund
I'rom Golf Course Fund
From SWM Fund

Sub-total

TOTAL

FYCE Revenue 4/22/2008

Code FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2008 FY06

3481 - - - - - 22,164 19,838
3482 - - g11 2.768 2.942 3.000 3.000
3483 - - 215,379 207.379% 194245 240,000 23000
3480 - 633 3 30 7 9

092 302,791
4.828.298
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3511 13.125 10.130 8.363 9,885 22,496 10,000 27006
3314 - - - 147.881 236,817 500,000 6CG.000
3522 99 728 78 21 5.940 - PRV

13,224 0.838 8,443 137.787 283233 510.000 €38.600

3611 711.24¢6 813.382 447280 52251 118,006 30.000 10L.000
3624 - - - 325 285 - 200
3626 - - 55,363 108.388 110900 NUIVRVIO
3627 18.584 20.337 16,728 17,280 3.760 36,000 30,060
904,941 855,963 464,008 265.261 232439 250,500 300200
3673 106,573 45,696 32,113 84,927 51.202 144,006 80,500
3674 G - - - - 20,000 20,500
3913 41386 88.43! 48,042 8,328 £2,.C3 20.00C £0.000
3916 208,761 237116 118,322 104,714 287841 178.200 227000
3917 - - - 3,384 - 4,000 2.000
358,133 471237 168,679 204331 401.14¢ 386.20¢
3922 223,113 347,493 357,918 360.630 371476 382,620 392099
3923 116,960 89,948 195,646 201515 207,360 2:3.787 220200
3924 337.328 339474 370,238 381,366 392,807 404,391 28729
- - - 23.000 73730 78023
3927 122,230 149.337 34,044 158,665 63.427 168,330
3928 46,630 121.766 25419 25.182 33,057 137.049
845,861 1.168.238 1.203.28% 1.231384 1,293,327 1,382,127

N
v



FY 2006 Revenue Projections
Significant Assumptions

Real Property Tax Revenue
e Fiscal Year 2006 revenues are expected to increase 11.1 percent over the 2005 budget and
20.2 percent over actual F'Y 2004 receipts.

e There are two components to the increase — new construction, which accounts for about 30
percent of year-to-year growth, and higher assessments, which account for about 70 percent
of vear-to-year growth.

e Revenue from new construction has been decreased in the projection to reflect potential
delays in new development.

e The tax 1s calculated at the current rate of 32.2 cents per $100 of assessed valuation

Personal Property Tax Revenue
e Revenues are expected to decrease by 6.5 percent from the FY 2005 budget, but will be about
the same as actual FY 2004 receipts.

o The City is home to many technology companies that own equipment that is subject to
accelerated depreciation schedules. As a result, this revenue source is particularly volatile.
Over the long term, however, this revenue should continue to grow has it has in past vears.

e In accordance with State law, the tax rate is calculated at 80.5 cents per S100 of assessed
value, or 2.5 times the real property tax rate.

Income Tax Revenue

e The projection assumes a 4.6 percent increase over the FY 2003 budget. but a 3.8 percent
decrease from FY 2004 actual collections. The State changed its distribution method in FY
2004, resulting in a one-time payment to the City.

e The increase over FY 2005 is the result of both new taxpayving households and the County
rate increase that went into affect in January 2004. The growth is tempered by continuing
capital losses and a weak economy.

e Over the next few months, staff will continue to monitor information on current income tax
collections and State and County projections for FY 2006.



FY 2006 Revenue Projections
Significant Assumptions
Page 2

Gas and Vehicle Tax

e The projection reflects the Governor’s budget as reduced by the Legislature. The amount of
the reduction is an estimate at this point. It is expected that a more precise number will be
available in the coming weeks.

Building Permits and Public Works Permits:

e These projections are based on current fee rates applied to the development projections
prepared by the Planning staff.

Interest Earnings:

e The projection is based on the expectation of growth from FY 2004 investment revenue. FY
2005 interest rates are greater than thev were in FY 2004, and FY 2006 rates are expected to
be somewhat higher.



Requests for Additional Funding

Requests from the April 18, 2005 Public Hearing.

Peerless Rockville
Data collection on 20th Century Rockville structures and neighborhoods

Rockville Chamber of Commerce
Scholarship fund

Human Services Advisory Commission
Six percent increase over FY 2005 in total funding for human neceds
organizations

Latio Outreach Program
Expand program to include Meadow Hall Elementary School

Caregiver's Coalition of Rockville and Community Ministries of Rockville
Restore cuts to shelters

$5.000

$5,000

S18,308

$12,000

$13,000



